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|^ t.^nductlon 

(to 5 October 1955, the JafAn.ee Govenmmnt suteitt* to the 
V * **• « Hot of it- which the *—* — * 

delete from the International China Embergo UMt. 

pursuant to a request from the Executive Oo-lttee of the 

Eeoncmio Defenne Advisory Committee, the Jafmnese 1M baa *“ 

,-in * in the light of present intrfllg-e information in 

. *** T-ftiAtive strategic and economic importance 

order to determine t**> relative 

of each item proposed for decontrol , 
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SU MMARY AND CON GPU SIGNS 


The Japanese Proposal 

The Hat of ll3t items proposed by Japan for delation from control 
appears to be a careful selection ox* goods for ■which. COitsiunus s> China 
would present a ready market and which. Japanese indusitry. for the »st 
part, could promptly and profitably supply- Some caution seems to hax^e 
prevented the inclusion of certain obviously strategic cwwoditiee in 
the list. But if carefully examined against current lntoHigenea indica- 
tions and estimates, most of the goods on the Japanese list- if 
freely available to China, would directly facilitate the meeting of 
presently planned goals. Many of the proposed, items are not only needed 
by China,) but are in short supply also in the rest of the Bloc. It is 
not within the purview of this study to determine whether controls 
should be revised downward in the absence of prior assurance that China a 
public policy is no longer aggressive. 

The i tarns proposed by Japan are not produced in small or medium 
astabllshmants , willed in the Japanese submission were said to be « despar* 
ately competing with each other in the narrow and depressed aoswstxc 
market and suffering from auber^loyment ” and which were to benefit . 
directly by control reductions.. They are produced ir. large or costly 
gjmjjjer plants. Control reductions are also eagerly sought oy o.her 
OOGCM PCs and the benefit which any particular PC might anvimg© as 
resulting from the freeing of a certain item for trade wi'ih China 
have to be shared with other PCs and non-PC free world producers on a 
hishly competitive basis,, For many of the proposed items* Giina has 
alSwufcr letcantr&cts in tea free world and delivery only awaits revi- 
sion of the controls. 

In some of the proposed items* 1/ problems of know-how protection 
and patent licensing are also involved. For example, the production ox 
aoiaa decontrolled equipment for sale to Oo^rmnist China msy require 
assent, ssy from & US licensor. At the present time. the majority of 
US firms licensing use of their patents abroad still deny themselves 
deliveries to Bloc destinations. Depending cm the extent to which. Items 
are decontrolled, it may become necessary to determine whether. US firms 
should let their foreign licensees trade with the use of their patents 
in a manner denied to themselves or whether US licensees abroad should 
be induced to reflect current US public policy at any cost. Decontrol 
of certain items of complex assign also accentuate the problem of accu- 
rate identification of items for customs and enforcement purposes* 
partic ular ly in cases where other types of that same eosrcnoaity remain 
under control. It may be necessary for sellers of highly complex 
apparatus to exchange type or serial designations in the other PCd to 
permit proper recognition of items that could then bet legally supplied 
to China. 


For example* Item 0-509* Radar and radio navigation equipomt, 
including direction finders, tuooS* 
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Cowmoniat China's Position by Commodity Groups 

China's current supply la inadequate in the following categories, in 
which the Soviet Bloc cannot assist China materially except by reallocation 
of critical resources, owing to internal shortages: Metal=*forn±ng machinery 
and advanced industrial equipment of all kinds, chemical equipment, ships, ... 
electric power generating equipment, electronic and precision instruments, 
metals such as copper and aluminum, certain minerals, a large group of 
chemicals and rubber and rubber products. 

Th% rest of the Soviet Bloo could supplement China's inadequate supply 
in toe following categories with fewer difficulties or without major ra&lo- 
cation of resources > Metal-cutting machinery, fairly sinple petroleum equip- 
ment, Zf general Industrial eq u ipm en t of simpler specifications, locomotives, 
rolling stock, and automotive vehicles. 

Chinese capability at present is best developed for production of the 
following* Metal-cutting tools, rails, steam locomotives, ordinary freight , 
ears, simple construction and mining machinery, selected consumer's goods 
{e.go sewing machines, hand tools, bicycles), iron ore, steel (ordinary, 
but not alloyed steel), tin, wolfram, and coal. 

Ccnmuniat China's firs Year Plan 

the broad objective of Cpramnlst China's first live Tear Plan la the 
creation of basic industry which will permit further expansion from China's ; 
own resources* /this plan, however, can be used only as a general expression 
of future goals. & July 1955, the first comprehensive announcement was 
suds concerning the plan which spans the period 1952 - 1957. Since, there 
have since been farther azmouncemnta of plan changes in the product mix 
and further scaling down of originally projected goals. 

The projected trend for annual increase in the GNP of Communist China 
for the period 1954. - 1957 is about 7*5 percent per year. The OH? Itself 
is difficult to calculate: for 1952. in toms of OS dollars at 1952 prices. 

It is about 1 6 5 billion | in tarns of the official rate of exchange, it is 
about $33 billion (67 billion Chinese yuan). The rate of CMP growth pro- 
jected for 1954 - 1957 is lower than the rats achieved during the period 
1950 -1953, owing to the very low level of the eeoneay in 1950. But the 
pOTMntly nplim Ms g rowt h doss not seen bsyeod Chinese capability, 
judging from past p e rf orm an ce* In 1955, the <®f ess about 39 percent above 
1952* Vs aoocmpliah this growth and Inveetmaht, "austarily - (Chinese style) 
is imposed on the population* J ^ food consumption is being limited, 

BflMM—t tfitfklg Indottvlit IM dMHDilAtllid onrf noM fif tht SDodta |g 

textiles, axe being sold abroad to esquire foreign exchange. 

2 / Staple drilling and "straigit nW* reflningsqplpnsnt but not 
"araokiag 11 units far polynarliation prooasees or lubricating oil 
refining unite* - 

1/ Tbs 1955 «*«reg» daily caloric Intake ia sstimatad to be 1,781 aa 
■ eospared with 1,967 in the prewar period* China has gumntly the 
l ow est per capita calorie Intake Asiatic oo u n tri ea axoapt Barth 
flstowi end mils* 


-Ui- 
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A*** 3 * f*<® Poetical reeducation" and propaganda projects, the major 
effort in the current Five Tear Plan is directed toward the development of 
heavy industry. The plan calls for an expenditure equivalent to $33*3 

J wastB,8nt capital construction equivalent 
to $18.1 billion (At official rate of exchange for 1953.) 5/ The relative 
amounts assigned to various sectors are as follows t 


Industry 

58 percent 

Transport, teleconmmi cation 

19 percent 

Agriculture, forestry, conserva- 


tion 

8 percent 

All others 

15 percent 


Within the industrial portion of the plan about 89 percent ($9.3 
billion; is to be invested in heavy producer's goods industries and 11 
percent in consumers goods industries. The largest share of this expendi- 
ture is to go to the engineering industries (which require machine tools. 

an f ln ?«» industrial equipment of all kinds), followed 
by iron and steel, electric power and coal. 

the ^ Euro pean Satellites in the Fulfillment o f China's 
Eoonomic Plans — 

... officially announced foreign trade of Communist China for 195U 

(the only year for which such an announcement has been made) was 8.1* 
billion yuan or about $3ol* billion. It is estimated that total imports 
amounted to $1.98 million and exports to $1,1*9 million. This estimate 
mm not conflict with Chinese statements that trade is fundamentally 
in balance if military deliveries under the secret loan from USSR and 
capital transfers are regarded as credit items. A secret Soviet mili- 
tary loan of about $1*00-500 million was reported in 195U,. In addition, 
there have been large industrialisation loans although the total amount 
is not known, in October 195U, the USSR announced the extension of one 
of these loans in the amount of $130 milli on. 

Communist China at present conducts about 75 percent of its foreign 
trade with the Soviet Union. The USSR has agreed to provide help for the 
pri ncipal 159 projects of the 691* projects scheduled far reconstruction 
or renovaUon during the current Chinese Five Tear Plan. The European 
sateUites are contributing a small share but their help is nonetheless 
substantial. For example, Rumania is currently producing electric gener a- 
torn for CcBwuplrt Cblnt* 


The Soviet contribution in terns of materials actually supplied to 
no * h?® «««»*tely estimated. Early reportTsuggerted that 
the USSR would furnish from 50 to 70 percent of the mate rials required 

%/ 76.61* and 1*2.71* billions yuan respectively, converted at 2.367 per $1. 


—iv— 
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for the 159 key projects but later indications sre that ac tual deliveries 
nay b* somewhat less 0 On an overall basis, Chinese leaders have stated 
that China will have to import over UO percent of the equipment end 
machinery required to fu lfil l the goals of the current Five Tear flan* 

Batj as p reviously indicated, in such items as electric power generating 
equipment, telecommunications, marine engines, military and other specialised 
equipment China will depend to a far greater extent on imports o 

China's current annual requirements of industrial equipment amoun t 
to about 1/2 percent of the Soviet ONP or 1-1/2 percent of Soviet produc- 
tion, a ve ry sizable amount* Moreover, the burden is more significant for 
an economy whose resources are already heavily committed to internal expan- 
sion* 


Recent reports describe specific difficulties encountered by the USSR 
In supplying China: Soviet officials have attempted to procure goods from 
Germany ^ or ®*port to China to relieve the pressure on Russian resources o 
In 1955, Chinese buyers seeking to obtain equipment for a chemical factory 
were unable to secure from delivery coiraitments in the USSR, European 
satellite producers were able to supply the equipment but pleaded inability 
to erect the actual plant without western technical help. Finally, it has 
been reported that the USSR and the European satellites have developed 
secretly a list of items, the export of which to China is limited or 
prohibited, in order to conserve the available supply for their own use 0 
On this list are chemicals, pharmaceuticals, rubber and rubber goods* 

Evaluatio n of the "Strategic Importance" of Items Proposed for Decontrol 

In order to determine Communist China's vulnerability to denial 0 f 
items included in the Japanese list and to estimate the consequences of 
decontrol, the individual items of the Japanese proposal have been 
and paired in the light of intelligence chiefly on the following points t 

a® Strategic importance, i.e 0 direct usefulness in military 
operations or for build-up of military potential* 

bo Significance in Communist China's current and long-range 
industrialization plans; 

c. Current and future availability in China (production and 
trade); and, 

do Capacity of the Soviet Bloc to supply China. 


—v— 
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TABLE 2 

^STRATEG IC RATINGS FOR CHINA LIST, ll/lXIp and lljll ITEMS 

PROPOSED BY JAPA N FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS 

Item Nos o Commodity (J 

R ating 3* Most Important 

Group O' Metal Working Machinery 

OOG" 3 Metal working machinery'-, machine tools and accessories 
n.e.s, (a) metal cutting, (b) metal forming 

3010 External cylindrical grinders 

3011 Internal cylindrical grinders 

301? Single spindle grinders^ n^e.So with table 12 M or more 
306? Metal cutting and working tools 

r 

3068 Carbide and carbide tipped tools or dies 

3072 Presses (mechanical or hydraulic) with pressure of 1^000 
tons or less 

2003 Horizontal combination boring, drilling and milling machines 
6/ Commodity definitions have been abbreviated for convenience 


- Till* 
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TABLE 2 

(Continued.) 


"STRATEGIC II PO tTANCE" RATINGS FOR CHINA LIST, IL/lTI,, a nd 

PROPOSED PY JAP AL FOR DECONTROL BY IT 115 UNDER RESPECTIVE RATINGS 


Item N03 o 


Commodity 


Grout* 1: 

C ~2D7 
C-113 

C-121 

C-131 

C-132 

c~lUo 

3120 

3132 


Chemical and Petroleum Equipment 
Driers for chemical processes 

Chemical process vessels, tanks, vats } piping lined with 
corrosion - resistant material 

Evaporators, nrultiple-effect 

Pumps (except vacuum), (a) corrosion resistant, 

(b) high => temperature , (c) working pressure 75 P°s„i. 

(d) pajrta 

Vacuum pumps (and parts) mechanical n,e,s t 

Storage or transportation containers (special characteristics) 
Processing equipment operating at pressures over U5Q PoSoio 
Vacuum pumps, n«,e 0 So and parts 


S--E w C-R-ii — T 
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TABju-i 2 

( Continued^, 

"STRATEGIC IKPORTANCE" RATINGS FOR CHINA LIST, IL/lII, and IL/lI ITEKS 
PROPOSED BY JAPAN £QR DECONTROL BY MS UNDER RESPECTIVE RATINGS 

Item Hoso Commodity 6/ 


Group 2 i Electric and Power Generating Equipment 
0255 Diesel engines 2$ liopo and over, noe 0 s<, 


C-256 Internal combustion engines, n 0 e o s o 


C-260 Electric motors noe 0 So 

C-266 Power equipment noe„s 0 , (a) equipment for electric generating, 
transforming, rectifying and converting, substation equipment, 
(b) plant for production, (c) BoIlexMiouse plant for above 

3256 Diesel engines, n 0 e 0 So (a) 300 to 800 h 0 p 0 © U00 rpm or over, 

(b) 800 h 0 p o or over @ 200 rpm or over 

(c) 1500 h 0 p 0 or over @ 200 rpm up to but not including 400 rpm 

3265 Electric motors n 0 eoSo of 500 hop. but not including 5»000 h*p„ 
and automatic controls 

2265 Electric motors of 5 *,000 hopo but not including 12,500 h 0 p o 
and automatic controls 

2266 Electric generator s c turbo-generators, turbines designed 
for turbo generators, -=■ and motor generator sets of 
5,000 koWo and over, n o 0cSo and parts 

S “K O-R ■*K=’T 
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SECRET 

TABLE 2 
(Continued) 

"STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST, IL/HI, and Il/ll ITEMS 
PROPOSED BY JAPAN FOR DECONTROL BY ITEI-S UNDER RESPECTIVS RATINGS ' 

Item Nos . Commodity 


Group 3s General Industrial Equipment 

C~330 Calendars (rubber-working) with 3 or more rolls and capable 
of handling fabric 55" or over 

C“375 Ab rashes (Silicon carbide, wheels, corundum, emery etc.) 

C=380 Compressors and blowers, n.e.s* (a) (b) 

C-=38U Conveyor belting 


~xi~ 
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TABLE 2 
(Continued) 

"STRATEGIC 31 PORTANCE" RATINGS FOR CHINA LIST, IL/lII, and IL/lI TTEM5 
PROPOSED BY JAPAN FOR DECONTROL BY ITE-S UNDER RESPECTIVE RATINGS 


Item T:os. 


Commodity 


Group U : Tra nsportation Equipment 

3hl6 Fishing vessels (a) steel bonito 5 0 - 130 feet, 

(b) cutters, motor driven, 50 - 8 7 feet 

2l|l6 Fishing vessels and hulls with length over 50 feet 
(note: those with hulls of wood can be rated "1" 


*ocii~ 
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TABLE 2 
( Continued) 

"STRATEGIC IMPORTANCE” RATINGS FOR CHINA LIST, Il/lII. and IL/ll ITEMS 
PROPOSED BY JAPAM FCR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS 

Item Nos a Commodity 

Group 5* Electronic and Precision Instruments 
0*501 Telecommunications equipment 
C-lJOlt Subminiature electronic circuit components 
C~$09 Radar and radio navigation equipment 
C-561 Bridges 

0*566 Measuring and Testing equipment 
0*56? Metallurgical microscopes 
0*568 pH meters 

0*571 Precision, scientific, and optical instruments 
0*572 Pyrometers 

C— 571* Spectographs, spectrometers, monochrome ter 

0*577 Voltmeters, ammeters, microemraeters 
0*581 Densitometers 

- xiii- 
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TABLE 2 
(Continued) 


^mtlEOIC IMPORTANCE* RATI NGS FCS CHIKA LIST , 11/111. >nd n/ll Inas 
_PR0?iSED BY JAPAM F OR UECOOTROL BY ITffiS UMBER RESPECTIVE RATINGS 


Item No* 

Commodity 

Group 6s 

Metals and Minerals 

C-61? 

Single and multicore electric power cable insulated D with 
or without armour 

C-620 

r^ted l «l«) r ° dUCtS (provi3loaal “P art c ^ thermocouples 

C---265 

Tin pla r.e 

C-630 

/iluainum or aluminum alloya (as defined) 

C-66U 

Sulfur bearing pyrites 

3601 

Antifriction bearings (a) low carbon unground steel 
(b) carbon steel balls and rollers J 

2601 

Antifriction bearings and parts (intermediate sixes, all 
types as defined) 


<xlr^ 

S-E-C-R-E“T 


Approved For Release 2000/08/23 : CIA-RDP62-00647A000200110001-8 


Approved For Release 2000/08/23 : CIA-RDP62-00647A000200110001-8 

S-E-C-R-E-T 

TABLE 2 
( Continued) 



Item No c Commodity 

Group 7* Chemical and Petroleum Products 
C-703 Ships bottom composition 
C«°706 Rubber compounding agents 
C-710 Acetic acid and acetic anhydride 
0*71! Acetone 
C-717 Calcium carbide 
C-716 Carbon black, XI 06080 

C-721 Chlorates and preparations thereof 
C-725 NN - Dimethylaniline 
0728 Formaldehyde 

C«735 Methylmethacrylates n.eos.as defined 

C-737 Nitric acid, ammonium nitrate, potassium nitrate 

-xv. 
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TABLE 2 
( Continued) 

"STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST.' IL/lII. and Uj II ITEMS 
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TABLE 2 
(Continued) 



Grodp 8 1 Rubber and Rubber Products 
C-820 Tires and tubps n 0 e 0 s 0 (as defined) 


-xvii» 
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TaBLfc /. 
(Continued) 



ItSftJlgge 


Commodity 



3008 Multi-station tools 


305$ Horizontal, draw out, shapers 

3034 Axle lathes (borderline case for rating 3) 


S=JL— 
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Table 2 

, (Continued) 

J^RaTESIC IMPO RTANCE 1 ' RaTIMGS FOR CHINA LIST, mill, And IL/II Ml 
E& flEflffBP BY JaPaM FUR DECONTROL B I ITBEtb UNDER RESPECTIVE RaTjg Qg 

lt§a _jiga - Commodity 

Group Is Chemical and Petrol eum Equipment 
C=117 Water treatment equipment (industrial) 


Group 2s Ele ctric Power Generating Enn<pm«^. 

C-210 Welding machines and equipment, n 0 e c Sc and parts 
(Bee item 3ii02) 


=*xix*» 
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Table 2 
(Continued) 

•smmw OTTO-Htf" EaTMS..fcr am LIST, il/iii- il/ii 
PROPOSH) at JaFaK FCR DlaQOHTROL BI ITRMS WIDER RRSPECTjnt ltvrra« 

Item H oa o Commodity 


Grou P 3 s General Industrial inuioment 


C”3°3 Cruicbles , artificial and natural graphite 


C-331 Kaeterbatch mixers with automatically controlled time cvcle 
chamber volume 130,000 cu„ cm. or more 7 * 


0=351 - Mining equipment and machinery noe 0 s o 


C-383 Crushing equipment 

(a) Crushers, grinders, and pulverisers 
(all types except for food processing) 

(b) Colloid mills 


C-385 Core drills 


C~390 Graphite 

(a) artificial and amorphous 

(b) powder 
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TABLE 2 
(Continued) 


"STRATEGIC H:PORTA!)CE tT RATINGS FCR CHINA T.IST,_ I L/HIj and P/n_ Hgg 
PROPOSED BY JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RAT PIGS 


ItemNoSo 


Comaodlty 


Group U: Transportation Equipment 

C-li50 Motor vehicles, parte and equipment — irucks.traUere 

and motorcycles, n 0 e • s . (except scooters, tricycles under 
1/2 ton and private touring cars) ( Note : certain vehicles 
such as firefighting and buses can be rated "1 ) 


C-U70 Locomotives and carton. e.s (general service, switching, 
industrial, mine) 

C»U71 Railway rolling stock, n.e.s. and parts 
C-U72 Railway rails, n.e.s. 

3U77 Railway rails of 70 lbs. or more per linear yd 0 
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TABLE 2 
(Continued) 


"STRATEGIC B'P0RTA''CE n RATINGS TOR CHINA I.ISTa n»/lLI 1 and II/IX 
ppoprsm BY JAPAN FOR PBCCKTROL BY ITEMS UNDER RESPECTIVE RATINGS 


Item -Io3<j 


Commodity 


Group 5 s Electronic and Precision Instruments 
C-502 Detection apparatus 

C-575 Surveying instruments 


C-5 q U Micro-hardness testers 


0-5 ft 6 Strain gauge equipment 


2568 Electronic automatic controlling units (provisional because 
of present narrow definition - potentially a 3 rating/ 
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TABLE 2 
(Continued) 


"STRATEGIC BIPORTAIiCE" RATINGS FCR C H ITIA LIST, H/ITI g _and SZHJ SEIS 
PROPOSED BY JAPAN TOR DTO3HTR0L BY ITEMS nwm RESPECTIVE RAT PIGS 


Item NoSo 22222&&L 


Group 6s Metals and Minerals 

0=601 Antifriction bearings and parts (as defined) 

(a) balls (low quality) (b) unground 

C=>635 Iron and steel products,n 0 e»s. as defined (part b - alloy 
steel rated "3") 


C-650 Lead in semi-fabricated and other such forms, n,e 0 So 


C-662 Sodium (metallic) (provisional rating) 


Group 7t Chemical and Petroleum Products 
C-733 Methanol 
G-752 Sodium cyanide 
C-771 Petroleum asphalt (provisional) 
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TABLE 2 
( Continued) 

"STRATEGIC LIP )RTAIICE» RATINGS FOR CHINA T.I5T, 11/ 1 II, and IT/II ITEMS 
PROPOSED BY JAPAN r OR DECONTROL BY ITE'TS UNDER RESPECTIVE RATINGS 


Item No3< 


Coirmoditj 


Group 9* Miscellaneous 

C-901 Abaca and sisal, fibres and cordage 
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TABLE 2 
(Continued) 


"STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST f II/II1, and/lI/n jMS 
KT JAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATIOS 


Item No, 


i; Least Important 

■jm ii — gi ' — - 11 " ,l11 - • " 

Group 3 s General Induatrial Equip iraent 


0320 


Materials-handling equipments (a) Forklift trucks, (b) platform 
trucks, (c) sther trucks, stackers , trailers 


0=321 Civil engineering and building equipment (a) to (j) 


0376 Air-conditioning units (self-contained, capacity over 8,0.0 
BTU per hour) 

C„38l Portable hand«»held tools, (a) metal working, (b) mining and 
quarrying, (c) transportation and servicing 

0395 Precipitators (electrostatic) 
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TABLE 2 
(Continued) 


» STRATEGIC IMPORTANCE" RAT PIGS FOR CHINA LIST, H/HIi and II/n ITEMS 


PROPOSED JAPAN FOR IEC0HTR0L BT IMS OMIER RESPECTIVE RATMOS 


Item No 9 


Commodity 


Group 4: 



GoUOl Watercraf t^n 0 e 9 s 0 and important components 
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TABLE 2 
(Continued) 

"STRATEGIC IMPORTS GE" RAT DIGS FOR CHINA LIST, IL/III, and TL/TL ITEMS 
PROPOSED BY JAPAN FOR DECONRC L BY ITEMS UNDER RESPECTIVE RATINGS 

■ wi l» ■ ■■' n i i ■ ■■■■ '■■■ — — m m mm i ■ ■ r — i 

Item No a Commodity 


Group 5 * Electronic and Precision Instruments 
C»3>76 Telescopes 
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TABLE 2 
(Continued) 


"STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST, Il/IH, and TL/lI ITEMS 
PROPOSED BT JAPAN FOR DECONTROL BY ITS IS UNDER RESPECTIVE RAT DIGS 


Item No 0 


Commodity 


Group 6: Metals an d Mineral a 

0=669 Zinc (all forms except manufactures) 
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TABLE 2 
(Continued) 

11 STRATEGIC IMPORTANCE" RATINGS FOR CHINA LIST. IL/ITI ? and TL/II ITEMS 

TTTOPnTP PT -TAPAN FOR DECONTROL BY ITEMS UNDER RESPECTIVE RATINGS 

Ity.Tii NOo 

Coimnoditj 

Group 1% 

Chemical and Petroleum Products 

0=720 

Cellulose nitrate containing not more than 12 „3 percent 
nitrogen 

0-722 

Chromium compounds as defined 

C-730 

Glycerine 

C-731 

Ifydroguinone 

0=738 

Paraffin war petroleum jelly 
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TABLE 3 




wmm distribution of mma 

S TRAT£GJC__gj FORrAMCE" OF CHINA JJSTn IlAlIn AflP 

urn 


Ss&agL 



3 (Most Important) 

70 

63 

2 { Important) 

29 

25 

1 (Least Important) 

13 

12 

Total 

112 

100% 


~OOC= 
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GROUP 0 

metal WORKING MACHINERY 


Japan has proposed 1 China List, 9 IL-IH and 1 II^U items for 
decontrol. 

These items cover wstal-forming machinery (presses), 
machines of medium size, and tools '^ite, <fri^s> tools 

2 it,™ 

m frei^t cars and locomotives, tractors, motor vehicles, ane general 
industrial equipment. 

Some of the items proposed for decontrol were fo f® r ^^ at ^ e ,^ Ker 
and were downgraded during the list review of 195U. One 

sizes of combination horizontal Coring, d J i JJ la J*e an f Jf t ly seeking 
(Item 2003), is now disagreed in C0C0M and the U.S. is curren ly g 

to have a part of it upgraded to IL-I. 

At the present time, most of the machinery suggested for decontrol 
by the Japanese is either not being produced to China ■«* S ^?”^'^iteM ! 
small quantities and in very limited sizes. In the production . . 

E^rSach as tungsten carbide tipped 

progress, althougi the indigenous supply is believed to be xnaaequa 

China’s current production of machine tools is still relatively small 
altbo^e^nncreaeee hare been large. Total Chin... P"»f ™ 

estimated at about 15,000 units for 1955 as compared with only about 6,000 
unitete 1951. 1/ Most of the machine tool types 
fairly sizzle. Current development plans have been al^ed 
for the mat two years they no longer seem to stress rapij/^ntitative 
increase in production but improvement of quality, modernization ana 
2SS? dS^SScatisn of types. A«», the previously announced amual 
OToduction goal of 30,000 machine tools for I960 probably is of doubtful 
waHrii+v Rv 1957, on the other hand, the assortment of machines then 
ifJS&JS S S L”l2Jed to encompass 1U2 types of tools of «o<*re 
design} currently only about 70 types are being built, many of them 
obsolete design. 

Several new factories will have to be built to 
expansion. The principal construction projects call for 
leastfour machine tool plants and reconstruction of wcistlng ^cUities. 

Sn is to assist China on this project but the exact extent 

of Soviet participation has not been disclosed. 

V It Is re cognized that a count of numbers without reference to relue Is 
“ inadequate statistical procedure, but it is tee only guide available at 
the presait time. 

— 1 — 
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Recent reports indicate that good progress is being made at some of 
the Chinese machine tool plants, and at one accessories plant in the 
production of items which formerly were in extremely short supply. For 
example, precision grinders were being produced to the following speci- 
fications s 


Surface grinders 300-1000 mm 

Internal grinders 80- 160 mm 

External grinders 600-1000 mm 

At one tool plant, the following items were reported in productions 
16 percent tungsten drills 
Reamers (taper and parallel) 

Taps end dies (all threads) 

Side and end milling cutters with inserted teeth 

Slitting saws, plain and segmented with renewable teeth 
(maximum 720 nm) 

Carbide tipped tools and gear cutting hobs 

The above mentioned plants reportedly had both old and new equipment. Hie 
old equipment was of European and U.S. makes. The new equipment was Czecho- 
slovakian, East German, and Russian. Significant shortcomings still persist 
in the machine tool industry, however. Minister Li Fu-Shun stated on 6 July 
1955 that at the important Mukden Lathe Plant Noo 2, all of the drilling 
lathes produced in the first quarter of 1955 » numbering 380, ware returned 
"due to wrong procedures in manufacturing; the item of wasted parts alone 
cost 1,2 million yuan". As a result, the plant made no progress in volume 
production from September 195 U to the first quarter of 1 955 . 

From a supply and strategic point of view the following items proposed 
for decontrol by China probably would be the most important: presses, 
carbide and tungsten tools, gear cutting machines, broaching machines, and 
finally horizontal combination boring drilling and milling machines (in 
the larger :sizes only i.e., above U M spindle). The remaining items pro- 
posed. for decontrol (or their substitutes) such as various grinders and 
lathes, probably could be obtained by China fro® the rest of the Soviet 
bloc. Their strategic significance to China, at its present stage of 
development would be hi$i (e 0 g 0 Item 303U for the production of railroad 

axles with & hi^i degree of efficiency) c 

* 

The machine tool production of the rest of the Soviet bloc is very 
large, exceeding that of the U.S., in terms of numbers and value v Certain 

- 2 - 
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types of tools j, however, are in short supply * parti eularly natal-forming 
machines such ass presses and precision casting machinery* Scsw types of 
grinders are also in short supply. In the general subgroup of metal- 
cutting machinery - !, however, the Bloc is in a fairly strong position to 
fill China" s needs with a minimum of inconvenience although not in all 
types. Some metal cutting machines are being exported by the European 
satellites to the free worldo 

Data on over-all imports of machine tools into Communist China are 
not available , In the case of imports of machine tools from the European 
satellites oni!y ;) it is estimated that their value in 195U was roughly 
million or about 10 percent of total imports fro® this scarce. 

(Trade with the satellites amounts to about 20 psreent of China "s total 
foreign trade of Cbdnajl 

ibrring the first half of 1955* the Chinese attempted t© obtain from 
the free world various types of milling machines, a sssdiuss-si«ed press, 
and die casting equipment » 1/ It is noteworthy that the latte; 1 two items 
are in the category of metal forcing machinery (as opposed to the metal 
c utting nachinery) , «hieh is also in short supply even in the USSR* the 
largest machine tool producer in 'brie Bloc. 

The success at China's Pivs Tear Plan to a considerable extent will 
dtpead on the availability of machine "bools which,, in the long run* will 
T pend on the completion of a number of key plants cn schedule. It is also 
believed that the quality of China’s machine building will be largely depen- 
dent on the ^.’aiiability of technical r~‘id material aid «et'es.ied to It by the 
rest. of the Soviet BXoo> Evsn when present plans have been completed, < 
Chian will continue to depend on imports of many kinds of setnl working 
machinery for many years to come. 


JiJ a rscsnt report states that China has placed an order for 2,000 
grinders in a western country (non—C0G0H member). These machines 
were of the smaller type whi@fe would fo® useful in % garage or a 
maintenance shop. Ttio value of the order is not known, but if 
it is assumed that each machine would be worth $5^-3 which is a 
minimal figure, the total order would amount to $1 million ~ 
making it one of the largest placed recently. 


"=■ 3 " 
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GROUP X 

CHhMlUaL aHU PhTROLkUM RwUIPMRtiT 


a „ The Japanese Proposal 

The Japanese propose 7 China hist and 2 II.- Ill items for decontrol. 
No petroleum equipment itejas have been nominated for decontrols but some of 
the items included in the Japanese proposal (e.go , pumps and vessels) could 
be used by the petroleum industry. 




These items cover equipment of mid-range complexity but often 
incorporate corrosion-resistant qualities o Included are driers 9 evaporators s 
pumps, storage equipment , etc, , which together with certain electronic items 
similarly proposed for decontrol would greatly assist China in building up 
production facilities to meet some of the deficiences in explosives, 
chemicals s rubber products , and pharmaceuticals o 

The currant shortage of chemicals is one of the main vulnerabilities 
of China 8 s economy. Unconfirmed reports indicate that other Bloc countries 
have restricted exports of chemicals and pharmaceuticals to China to 
conserve such products for use elsewhere. The current plans call for almost 
a doubling of the output of basic chemicals and pharmaceuticals. 

China currently produces practically no chemical equipment. Reports 
indicate that sane chemical producers have had to resort to crude and primitive 
improvisations ty maintain production. 

Currant plans for increasing the output of chemicals call for the 
construction and innovation of five chemical production plants with Russian 
assistance. Two of these plants are scheduled for completion in the period 
19S8-60. A carbide factory and a soda factory are to be constructed later, 
and an existing oH“paint factory is to be renovated. While no specific 
information is available on Hie extent of the Russian assistance, a high 
Chinese official teas stated that only a part of the equipment needed for 
these plant pro.ls&ts will actually come from the USSR. 


The current Chinese Five Tear Plan also calls for the building 
of a chemical industrial machinery and repair plant and an oil-refining 
machinery plant. When these two plants are completed, probably only in 
I960, the country will be able to start production of some of its own 
chemical equipment of the simpler type. However,, the plans are not 
given in detail and it is apparent that China is faced with the creation 
of an entirely new industry. In this task it also will be almost entirely 
dependent on imports of technical know-how as well as equipment. 
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In addition the country will have to learn to produce (or will have to 
import) the proper types of corrosion -resistant raw stock (steel, ceramics, 
glass, etco) and precision-controlling equipment used in the production 
of chemical producing equipments 

The IfeihR and the European satellites, owing to internal shortages, 
cannot easily supply China with the required quantities of chemical 
equipment incorporating corrosion-resistant materials and advanced know-how,, 
These materials are in short supply in the entire bloc* 

The USSR has already encountered difficulties in fulfilling 
specific delivery commitments for chemical equipment to China, It has been 
reported that a Chinese delegation to the UoBR was referred to a satellite 
country as *». source of equipment for a chemical factory,? The satellite 
country also was unable to f urnish the desired machinery without western 
'technical assistance^ 

There have bean persistent efforts by the Chinese to obtain 
chemical and pharmaceutical production equipment from the free world. 

A conspicuous example is China 11 s recent effort to procure through clandes- 
tine channels a water treatment plant of a type that the Japanese have now 
proposed for decontrols 


G o Petroleum Eouipme at 

The very severe shortage of petroleum products in China will be 
a source of indirect pressure for procurement of dual use chemical- 
petroleum equipment proposed for decontrol by the Japanese., 

The country currently produces only a part of the crude oil and 
refined products that it needs. The delivery of petroleum products to 
China by other members of the Bloc is a costly and difficult operation 
(running of the blockade by sea or costly railroad transport with empty 
tank cars returning for distances of thousands of miles), China is 
scheduled to expand production of refined products during the current live 
Year Plan especially when full production begins in the lumen oil fields. 
Currently China is virtually unable to produce the geological, drilling, 
prospecting or oil refining equipment or accessories that are required for 
this development. 

The required types of petroleum equipment have been made in the 
USSR,, Rumania and Czechoslovakia for many years. Although the Bloc position 
is not one of abundance (the more complex types of equipment and corrosion 
resistant materials also are in short supply), it is believed that the Bloc 
could meet China's relatively modest needs with less difficulty than the 
chemical equipment items,, 
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^ or equipment that. Japan has proposed for decontrol n 

a ready warkat should exiat la China for many years to oomm a The acquisition 
of the equipment from the free world would relieve one of the min bottls= 
necks in China s development plans for chemical and petroleum production. 


Ths foregoing 

for Group 7, below,. 


should be read in context with the comments supplied 


~ 6 ~ 

S-E-C-R-E-T 


Approved For Release 2000/08/23 : CIA-RDP62-00647A000200110001-8 



Approved For Release 2000/08/23 : CIA-RDP62-00647A000200110001-8 

S-E-C-R-a-T 


GROUP 2 

ELECTRICAL MD POW£R°GENERATING EQU I PMENT 
A, The Japanese Proposal 

The Japanese propose 5 China List, 2 1 1/ III a and 2 B^/lI items 
for decontrol* This decontrol proposal covers equipment rated up to 
60,000 kw and under, :..e« virtually all eleetrxc power gcn&rating iteir 
except those on n/l« 2/ These items include e^etric P°»®r equipment for 
which Communist China Sis now thd greatest need, e<>g 0 , equipment 
generating, transforming, rectifying and converting electric current, its 
transmission and distribution? control gear and accessories, substation 
toSmt, parts for iQl of the foregoing? and boiler house plnnt equip- 
mmt and prime movers for use with the aforementioned installations „ 

Bo Ele ctric Power Generating Capacity in _& iua 

Currently China is severely short of electric power. The 
of electric oowe ' and of an industry to produce electrric power equipment 
£*. tfpr-Sal gpals of China- . present plan and the porrereton. of 
the future industrial development of the country • ;/ 

China 9 s small electric power generating capacity, consisting of 
electric power generating machinery supplied by many different countries 
{ Germany, Japan, UK, US), suffered heavy damage during World War IIo It 
was partly dismantled by invading Soviet armies wbicn took " 

tjons as booty o Some of the latter equipment was rab ff^ erio2y , r ® tu ™ e ^ o 
but in poor condition , Finally, during the ensuing civil war betweea the 
Nationalists and the Communists still further dam gs was 
power capacity o Some of the stations were rebuilt after 19U8 but the 
equipment I'sm&ins obsolete and in poor conditiono 

Cosminlst Qdna'B present (1955) iretaUsd electric power 

capacity is apprdxinately 3«,00O,QO0 tea and is concentrated in a few in^trlal 
©sntevs in the East and in southeastern Manchuria a This is approximately 
lo £e electric power eererating capacity of Hcrth Carolina. Host of 
tfeo stations are small, a few exceeding 15,000 kw In capac ^y. 

as much revised first Five Year Plan new calls for an addition 
to installed electric power generating capacity of 1,060,000 kw^ an increas 
of SprSmately 33 percent, to bring total installed capacity up to about 
1^06*0,000 lew by the end of 195?* 

Specifically, the current Five Year Plan, calls for the completion of 

1/ On H/I are electric generators of 60,000 lew end over. 

2/ Lenin said that "Communism is socialism plus electricity"? ^ China 
~ appears to be following clesely the experience of the USSR s 

industrialisation pattern of the late twenties which emphasised 
first and foremost the creation of electric pc^er for industry. 
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Li^i KfflJ^rtt? of th. .tatlBM will t. tte»l «ta«®a. **«oi»g 
tofchinase announcements ^ work will ale© begin on another 3 & stamens, 
appareStl? of larger al*i» which are not scheduled for completion until later o 

Since China’s -elans call for development cf iatetry scattered 
throughout country's interior, vhee the;,, ij l^e or ho 
a+ rAM»s>.ant tha current, alan emabausiEes tassl.*. fcud mldcL.Q si^ea ' , 

(5 000-15.000 kwa) with equipment of the typa that «5agan has prope^en fj/*” 
£ The full hart easing of China’s vast **££«*» * 
ami the centr‘d of riwrs «Chin&'a sorrow’ awaits farther indUi.ti.U- develop- 
meat cf the country., however, uix l?ydroeLeetric power planus axa r^Soo's^ 
etructoi cr rivaled at present which will require equipment of about W,aw kw. 




frjuivywpv* i vpusT&rv 


C hina is just beginning t© build up an industry for the production 
of electric power equipment* In 1955- China produced generators with ft total 
est ima ted capacity of 5-40 ; 000 kw 5 steam turbines with a total estimated 
capacity of 34 9 500 kw, Kid water tux-bines with a total estimated capacity of 
29,300 ’kw 0 By 1957 g China may b® able to produce annually electric generators 
with a total capacity of 227,000 kw, steam turbines with a total capacity of 
84,500 *mri water turbiit.es totalling 79,5150 kw in capacity.. Still further 
expansion of production is planned for 196-0 <, Generator output , for example, 
is plann ed t© reaeh 325,000 kw in total capacity by that year* 


T@ roach these production geals 8 the .following new factories are 
scheduled to be built in the 1955=1961 period* 2 boiler factories, 2 steam 
turbine factories ,, 2 €*3, © 3 trie g@ners.tor factories, a electrical equipment 
factory, 1 electric wire end cable factory, 1 carbon brush factory, 1 electrical 
equipment renovation factory, 1 low-voltage switch factory, and X transformer 
factory® Thu% a whole aw industry is to b 3 created D Chins', cannot build up 
this industry without large Imports and technical aide Even if the 1.960 goals 
ara met, China’s capacity to produce electric power equipment will be modest 
in terms ©f the power need© ©£ the -seonsfjyv 


In all likelihood, the growing demode fron. the planned increases in 
industry in general, will easily absorb the increase in electric power output, 
even if' the planned increases for the latter are realised,, For example, if 
China succeeds in producing by I960 aluminum at the rate of JO ,000 tons per 
year, as planned, this industry alone would require an installation of about 
175,000 kw„ ^ 

Even if it is assumed that domestic production of equipment will rise 
according to plan, the date suggest that China will nevertheless have to im- 
port generators with a total capacity ©f 508,000 kw and turbines with a total 
capacity of 925,000 kw in order to achieve their current Five Year Plan goal 
for installed capacity c 

Chinese efforts to procure electric pewer generating equipment in 
quantity from other Bis 3 countries have met only with small success o Rumania 
and other European satellites have produced seme ©quipaant for China 0 But the 
USSR and the European satellites themselves have continued attempts to procure 


1/ Calculated at tit© rat© of 10 kwh par 1 ib ©£ aluminum and an operating 
factor of 3,800 hours per year® 

* 8 « 
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seme of this equipment from the free world To same extent* this say reflect 
the pressure on the supply of suoh input materials as copper * steels, and bearings 
within the Soviet Bloc* 

China has made persistent and vigorous attempts to contract with free- 
world suppliers for complete power units and spare parts a For example * can- 
tracts were concluded with Broun-Boveri (Switzerland) in 1954 for one 25*000 kw 
power plant and five other plants reportedly with a capacity of 10*000 lew each. 
Other contracts with free-world suppliers have been signed or are in an ad- 
vanced stage of negotiation* with actual deliveries contingent only on the 
deletions proposed in the Japanese list* 

The continuing series of requests to COCffl^SHINCOM (by UK„ Belgium* 
France* Japan* and West Germany) for permission to ship replacement parts for 
electric pew or generating equipment to China reflects China 4 s continued de- 
pendence in this category esn free-world suppliers * Owing to the multi-national 
origin of installed equipment* free-world parts are especially needed to reclaim,, 
rehabilitate* or maintain aging plants Installed in the course of the indus- 
trialisation following World War I* 


A relaxation in COwOH/CHXNGCM controls on this equipment might not oily 
remove a major bottleneck for Chinese procurement of equipment parts* but 
might cause China to revise her power and consequent industrialisation goals 
upward* In any event* the c em end for free-world equipment and parts is strong 
and voluminous and is expected to continue for at least two decades* 

Do Diesel Engines 

Included in the list of items proposed by Japan for decontrol in this 
category are two items covering diesel engines 0 2r If these items are decon- 
trolled* all diesel engines except those en Hi- I would be available for export 
to Gomaunist China* The engines cm IL-I If Item 1255) are these of (a) 1*500 with 
a rttary speed of over 600 rpm* i*s* high speed* rather light-weight large 


2/ This overall conclusion seems justified notwiths tanding the fact th at 
the Soviet Bloc has exported some power equipment to the free world* for exasmle* 
to some underdeveloped areas as part of barter arrangements and for propaganda 
purposes* 

2/ The Japanese proposal covers the following two itema: 

Item C-255, Diesel engines 25 hp and over* 

Item. 3256 Diesel engines* n<je.s„* as follows i 

(a) 300 to 800 hp with rotary speeds of 600 rptn or over; 

(b) 800 hp or over, with rotary speeds of 400 rpm or aver; 

(o) 1*500 hp or over* with rotary speeds of 200 rpm up to but 

not including 400 rpm* 

The Consolidated China Special List* as published by the US Department of 
Commerce on 13 July 1955* does not shew an entry for an item C-255* The Japanese 
proposal apparently accepts the existence of such a listing pursuant to CHIKCOM 
373 and «*-d 0 OBc 1* 3* and 5* See also State Incoming Tel* Tokyo 
13TO* 15 December 1955, Secret* 
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engim*! of high ^rat-, 3 ic Importance, la Industry ^ f mL cw£t, Md, 

'bt *9' ••■>> cr-.l over who:* sagnetic coate at exceeds percent o* thei, total 
-kd£hff\,e, the speci/il alloy ultra U^hVvoight diesel engines for use in 
ivpeJiel purpose n&va 1 -:ra£t (mine sweepers) , 

Thus the Japanese parspcaal, if Implemented would end c^troLa jn all 
but the r@ry highly sprciallsed types of engines a»\ permit export to China 
all kinds ©f engines needed for industrial and military uaea, 

China 9 s current production and production o4ipaoity of diesel engines 
Is earll, Diesel engine® have barn made in at least throe plants in Dairen, 
Tsingtaw and. Shanghais there are several other plants where cieeelenginescs 
be made m & custom ba -U, It has bean .reported that the l*rgoot ««ine “.t 
dosBest^ally to date b-.s a rating of about 250 hp c out it is not kno%m whether 
?t is in sesmersial ^reduction, Smaller engines have oenn mad® J OT ®“® 
dsppIitaVlone In agriculture ard Industry, but it is doubtful taat serial pro- 

iucfcico ban been achieved. 

The present Five lea** Plan gives little information «m China »o j»ogram 
tev- die»al engine production bpyrad the statement ttiat expwiMtal l^uetton 
,£ & dd«i- 3 «l engine of 675 hp is to start during tbs current plan, Ibis jjf? 

• in engine weuXd be adecuate for powering assail oceangoing vessels 

-lee, Sir- pox* er station.-;. There is no specific infection or the capital eK- 

-sansicn required to lavreaeo the production of these diesel engines m «nm. 

China wIU continue to need a wide variety of engines for and 

agriculture, However, the Lighter weights of engines, mostly under 100 hp 0 
;Ji use 1 in the Bloc to power heavy trunks and tracers, and China a plan® ^ a11 
for production. of 15,000 tractors in 19»* At pres ant, no sucb vehicles ar 
■;eix| produced in Chins;, It is very likely that plans for of 

heavy trucks and tractors in China inolaie the consvruetion of shops wt&ing 
sliest .uiginea for this purpose. Small diesel engines also will be needed to 
:os,?tf?r sueh industrial machinery as pneumatic drills , mining sachinery, pumps, 
Irrigetl?® pumps,.- compressors and portable electric generators. Plana -«** 
expansion of the electric power generating equipment industry ala® 

5 visions fmt asking dieaal engtods. But to achiwo large ©utpus wf dies^ 
"mvines, China will have 'to sake substantial imports ©I xairoy large foundry and 
;:;ashi»ie ihsp eqtu.'pssn'*' 

It ia believed, therefore, that for a raanteir of years to com China «s 
in*Mgm>us reduction rill be small* even vhon pre-sunt plans for induatiral 

Irtemol pwhrtOj' «U1 <*»«»*• » «"** 

domestic production fov* a con® id erable via®. 

The rest of the Soviet Bice has been producing diesel engines fqr 
•msy yews and has the technical know-how appreodaaiiely equal. av#> 

fg.g .0 \ f ®g*id nave in the nest advanced experimental t;>p- 0 S, Some difficulties b * 
'been rs-Aritd in tbs ni*cduction of crankshafts and iiigh^speed fuel injectors, 
tut ii'i the conventional typos Bloc know-how is adequate. On tne other hand, 
the sno’.i-ly of dier.el engines, especially marine diesels, has not been adeqjft e 
in thef Bice a; 3 d engines and parts have been ateught y tne European jmtaLlites 
f yea th:v western countries. Machinery to make special parts alee has oeen 
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slight.-, It is believed that the rest ef the Soviet BLee can famish types 
(yf engines to China 9 but only in limited amounts o 

Aa regards free-world suppliers ^ China has actively sought diesel «&»• 
ciaes parts since the imposition ©f controls » Contracts for delivery © 
presently controlled types of marine diesel engines have been signed sometime 
ago and delivery awaits relaxation of export controls 0 

It is believed that a very large market for all types of diesel engines 
will continue 6© exist in China for & number of years. 
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The Japanese have proposed that 1$ China List items in the general 
industrial equipment category be decontrolled „ There are no proposals for 
decontrolling IL-II or IL-III in this group, 

although the items proposed for decontrol are dissimilar and cover 
equipment for a number of industries , most of these may be grouped approxi- 
mately as follows* 

metallurgical industry ~ crucibles , graphite , abrasives 

construction industry - platform trucks, lift trucks, concrete 

mixers, paving equipment, hand tods, etc 

mining equipment industry - general mining equipment, crushers 

rubber processing industry =» callendars, masterbatch mixers , 

In general, the production in Communist China of the items proposed 
for decontrol either has not begun or is at a low level as regards quantity 
and quality, China requires substantial imports of this equipment in order 
to implement the construction, mining, and rubber production sectors of the 
current Five Year Plano 

Most of this equipment proposed for decontrol is relatively simple 
and has been manufactured in otber parts of the Bloc far many years Some 
of it has been offered by Bloc producers for export to the free world. The 
equipment probably could be provided to Communist China by the rest of the 
Bloc with relatively minor inconvenience. By the same token, China should 
also be a good market for obsolete or secondhand machinery. But there are 
also a few items in this category such as three-roll-type callend&rs and 
masterbatch mixers (which require considerable precision in manufacture) and 
abrasives (which are not in abundant supply in the Soviet Bloc), where the 
Bloc would have difficulties in supplying China from its own resources. 

On several of the items proposed for ueeontrol in this category, 
some additional comments can be supplied 

Metallurgic al Industry 

Graphite crucibles and graphite to make crucibles are used in the 
making of fine grade tool steel. Graphite is also used to waVa electric motor 
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brushes,. as a lubricant. in paint s d Jn nt • • s ' -tea tel as o:/-. 

of the inputs for *he metallurgical indue try oecanae =>f U«e atrutegiv 
significance In this nppl i cat J.;.ui . !um‘s r erect supply of graph it* ‘.rqetoa 

to be inade H uats 

The supply of a n*tu:-*u *pUite : vu* res» o' the Bl ck >--u is 
.inadequate . Bit* the artificial t»t*ep- it* whlci 13 prouuceo in the t'obfi and :• u 
a one of the s; iteli.it.es actually is • parlor to the m, turn! while tb r supply 
in the Soviet bloc of this tsaterial s not ahur<i/<nt y thina '» limited mends 

could posa.lb.lv be last without -n<poa ,.«g an uni-.-. burden 

Thu supn.' y of acraal^e« % . Cv-avoni .•‘l.Jna i«* • nsd^qUat* at nama-: ;>u 

procurement attempts have bee-; made ' l.r .-jugh i. n« ,-ta r<>ele 7h* supp .y 

of high-grade, abrasives and grading wheels ,b. ’-ha rest of the So* i at hcc 1* 
not. abundant and it would be difficult for the bloc to aupci y China w^- nout 

considerable replanning 

C c Construct! on a na Gonveyisy / reus try 

Tho current Soviet bloc p.- -muct i on of conv *>* 1 * * r»g not 

adequate to permit substantial allocations for export to China 

The proouc.fi on of even t.ht simplest type of construction equipment 
in China is negligible and the parte of existing equipment is also very small. 
The equipment proposed for decontrol is required for the large reservoir 
projects currently under construction, for building strategic, roads and rail- 
waySp and for the erection of numerous now plants firmly scheduled for 
completion in the period 1.955-1960, 

There are no specific data on Communist Chinese plans to produce 
this type of equipment, it could be produced, for example,, in plants 
manufacturing railway rolling stock China has the plant capacity and Know- 
bow to produce simpler types of this equipment but could do so only a- the 
expense of tying up facilities now assigned to the production of other items 

all of the equipment in this sab -group is available in the rest of 
the Soviet Bloc,, but the bloc supply situation is not. one of abundance 

Communist, China bias made recent effort s to obtain construction 
machinery from free world suppliers and fulfillment of negotiated contracts 
for such machinery awaits only the lifting of the CudUM/dd ihCUM restrictions. 

D Mining Equipment Industry 

Current Chinese production of raining machinery is inadequate as 
regards both quality and quantity.. Considerable progress has been made by 
China in restoring a number of small f and heavily cannibalized) plants and 
some production of mining machinery has been resumed „but the country is still 
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faced with the creation of virtually a new industry. Only the simplest types 
of tools are made, «,g„ hammers,, drills and small crushers, Eve n these items 
are copies of obsolete US and how let equipment but at the present stage of its 
development, the Chinese mining industry probably could not utilise more 
complex types of equipment There have been numerous reports of waste and 
difficulties in the production of machinery and excessive breakage and other 
shortcomings in the use of it. The current supply of machinery la insufficient 
to permit the country to carry out the very ambitious expansion of the 
production cf coal s iron ore, non ferrous taetel ores* cement and other raw 
materials projected for the current Five Tear Plan-, 

Several plants producing mining machinery are scheduled for 
renovation during the current Five Tear Flan Furthermore a new mining 
machinery plant-, designed by the U;^jR 5 is to be completed In China in I960 
when production is scheduled to begin at that plant,. This will be th* first 
indigenous source of supply fear more complex types of mining machinery. 

Mining machinery of all types has been manufactured in other parts 
of the Soviet Bloc for many years,. While the Bloc supply has not always been 
adequate „ particularly with regard to crushers, it is believed that machinery 
of the simpler types could be furnished China in limited quantities, hosts 
mining machinery has recently been advertised by Bloc countries as available 
for export, but the exact volume of actual deliveries in the free world is 
not known. 


Chi pa has sought, to obtain mining machinery from the free world far 
several years 0 actual contracts have been concluded for the delivery of such 
machinery rb soon as present CuCOM/ChlliCGM restrictions are relaxed.. 

Be Rubber Processing industry 

The supply of rubber products in Communist China is inadequate to 
meet current demands for tires, tubes and rubber footwear. The plans for 
development call for approximately doubling the present output by I960 

Rubber manufacturing machinery is not currently produced in China 
and th® country depends on imports of such equipment. Thus, the priority 
assigned for such imports is very high. On the other hand, China is under 
pressure to improve the supply of rubber manufactures by expanding indigenous 
production. The rest of the Bloc is short of rubber products (and of rubber) 
and exports of rubber products to China have allegedly been restricted. 

Of the two machines proposed for decontrol (mixers and callendars)* 
masterbatch mixers are the simpler type. Callenders are more complex* 

4 requiring precise tolerances under heavy strain. It is questionable if the 
Soviet Bloc can supply China with larger numbers of this equipment without 
seriously retarding scheduled production elsewhere. The demand for this 
equipment from free world sources therefore is likely to be strong if controls 
ars removed. 
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XMNSPQRff A'f |[QH- EQUIPMENT^ / 


T ^ e i f ntern f 1 transport requirements of Communist China are met at the 

TOTS’ h l r * Ur0ad8 ° These were estimated t© have aooounted for 

!?? f'T 80 tcama 8« originated in Communist China in 1955 (Table 5) 

t tot f L performance (Table 6) in China's 

fc^spcrV in 1955 o was estimated t© haw 

In ter^f ©flLSnoilte^ ^ !fF t0Mnfi * e originated in Communist China, 

5 SS J 5 ho ?7 ar * transport refleeted the predominance 

a ? a8nco long hauls, chiefly due t© the WequateTmd^ 
In^hTL^f l^ted automotive park. The more traditional modes of transport 
S 195Tf«? 3 i a ii, WaWW J 7 “* c< ® 8tel shipping p were estimated to have aoSSmted 

carried than ^affic in terms of total tonnage 

carried, but for a higher performance in terms of tea-kilemafcers, ^ 

sea f Cc f rtunlst China is now carried proportionately half by 

has not been in & SSft****®? 17 ***? Tr ana-Siberian railway. To date, China 

ST* 1 } P° b1 ^ d tQ aake a significant contribution to the fulfill- 
^ p t °f h®r requirement feu* near-seas and ocean-going ship ping Bottlenecks 

iCmMied an^^ith^h? &t CTer ^ iad transleading points are rapidly being 
SSSlvS H h f^aasive development ©f China s intwnal transpor- 

™£Tv?th^ of Wo “J® «*»-*««* rail line. uST 

!*?? railway system will make a major contribution to ex- 
pediting the international overland traffic, 

A, 


for decontrol? Pr ° P °‘ e flTe CM “ liBt » 2 ^HI and 1 


iwi items 


actual prodSti^^^i^t^r 8 ® 3 for decontrol represent items now in 

c ST unlst Chijm as wel1 «» other parts of the Bloc, To a 

jS’s^.’sys.'ss, wrisasss* 

u«t<. Bhi PpIo* Items proposed for decontrol would free small else 

^ “■* “??« oiD S vessels of limited strotegie^emneae Per 

bSTln “w'rf Se f^Lf/”^ 041 ?? 8 “ 0,8 latt6r "*&* l* • «lk& 

types than Junks^e P 0 “ B ®"° UoK facilities for other 

materials) L that even »n^£^5" “l^ le?t pr ° T . l8ltm ^ 

teed for naval patrol and S^TduUef^ ”** ^ W “ 8UMd 81,3 


■" yw» 

V This discussion is limited to surface and water transport, 

MrfirMrt 
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The single automotive item, proposed for deletion from the Chimi _ 

list would permit China to import virtually all non-military 
i2 7. ■, anrt narts therefore At the present stage of developments 

iS^'th^^bHLy uiliUry and ateategic appllcationa in which 
even nen-specialiaed equipment could be employed* 

Bo Railroads, 
lo Trackage 

b_ tmA of 1955 appr tac l mately 16*000 miles ©i psilrwii lines 
were operable X Communist China "as compared to less than u ^000Mle8 estiaatoa 
to havTSen in service in 1949* The railroad network was 

concentrated in the industrial northeastern sections and J^Ze# 

limited service to the important southern coastal areas* Similarly there w> 
inadequat ^access to Chimes interior and western provinces B hampering the 
exploitation of major raw material resources* 

In order to remove the transportation bottleneck to continued 
economic expansion and political consolidations the current Five Year Plan 
SScated^bSat 70% of the funds earmarked for transportation to the 

and expansion ©f the railroads* During the current plan, 6,250 miles of 
tolck are t®b® laid of which 2,500 miles represent new lines* 

The following are the principal new prejests under developments 

SaB&flML JB&U£gg&s 

Work cn this line has been in progress for sometime? it is to be 
extended another 175 miles in 1956 to the KansurSinkiang border* The lumen 
«ll-fields China's main domestic petroleum source, are to be reached early 111 
JfS iSTwlll ccuneot with the Soviat Turk-Sib lh» f« U« AW. 



Work on this line has been in progress for some time; currently 
is reported that the 12,000 foot high passes of the Chinling mountains are being 
traversed and the goal is about 100 miles away* This line will link the 
agricultural Ssecbwan province with the eastern coast* 


Yiiwtan-Aaffig MUcgflA '. 

Work on this line of some 390 miles length appears to be ahead of 
schedule according to Peiping statements* Amoy (opposite Formosa) may be 
reached by the end of 1957 ° 


and saeobwaar&welbftqa fiflUrwflfi ,; 


These lines in the southwest part of the country, are projects only 
and work on them is to begin in 1956* The survey for thes e : lines: L ° 
to have been completed* Laying of track for new railroad lines in Communist 


•1 tr 
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China appears to have progressed more rapidly in the past 2 years than was 
anticipated in the formulation of the original Five Year Plan goals 0 

Annual production of railway rails of all types and sizes in 
Communist China is currently estimated at approximately 180 ,000 tons, i~e„ , the 
equivalent ©f 1600 miles of trackage using 70 lbs/yd rails At the current 
output rate of domestic rolling mill capacity, Communist China is not meeting 
the requirements particularly for heavy rails specified in recently stepped- 
up construction plans o For the next several years Communist China is likely to 
show strong interest in imports of rails of all types , and, in the event of 4©“ 
control 9 Communist China probably would rely to a considerable .extent on free— 
world supplies o The USSR can easily absorb its current output of rails in 
Russian projects 9 and satellite manufacturers such as East Germany are still 
reported encountering quality-control and quantity production problems The 
rails proposed by Japan for decontrol (Item 3477 - 70 lbs or over /Linear yard, 

35 kg/meter) include precisely the types of heavier rails used for construction 
of strategic railroads in the Bloc including Communist China „ 



In 1955 , the Communist Chinese locomotive park was estimated 
to consist of some 3000 units (chiefly steam engines) and the Chinese rolling 
stock was estimated to number approximately 68,000 units in the same year,, The 
remarkable increases that are reported to have occurred in the ton-kilometer 
performance of Communist Chinese railroads, particularly following the end of 
the Korean War, were due not only to increased utilization of existing equip- 
ment, but also to improved mainteinance permitting such utilization and the 
greatly increased production of new equipment 0 
1 : \ • ' ■ ■' . . 


Further increases in the production of new equipment, as scheduled 
through I960 in Five Year Plan announcements, are shown in Table 4° In order 
to reach these goals, one plant for locomotive construction and one railroad 
oar repair shop are to be built before I960, and six existing locomotive repair 
shcpqand two existing railroad car repair shops are t© be renovated „ The in- 
puts required for these plant construction and renovation projects, and the 
increased demands which the new plants will make on supplies once they are in 
operation, highlight also the importance of materials covered under various 
other categories in this analysis „ 


Even with the planned aagmantation of construction and repair 
facilities. Communist China probably will continue to import locomotives, par- 
ticularly those of advanced design, in order to meet their ambitious equipment 
and traffic goals 0 While the European Soviet Bloc potentially could supply 
much of the additional locomotive equipment required by Communist China, there 
is little evidence that it has in fact done so® 

Decontrol of Item C-47Q would 1 make it possible for Communist 
China to acquire from free-world suppliers both general service (line) and in- 
dustrial locomotives (and parts therefore) of ^L1 principal types and sizes 
now required c In view of the country of origin' of existing Communist Chinese 
equipment, Japan might anticipate orders for such general service locomotives 
as , 6og o , the MIKADO type, if the Communist Chinese decide to promote uniformity 


i 
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of equipment in order to preserve widest possible interchangeability of parts „ 

On the other hand, it would also be important to determine whether any general 
service locomotives sought by Communist China in the event of decontrol, are 
ordered in wide gauge for possible use on the new S inkl a n g and Outer Mongolia 
trunk lines. Such vid e-gauge equipment would in effect augment not only 
Communist Chinese transport capabilities, but would directly contribute to their 
further integration with those of the USSR in the Far East. 

Co M&£pr.,TraRflwrfc 

I , Oc«ap-y 9 ing 1 , and Coastal Vessels 

At the end of 1955 3 Communist China's merchant fleet consisted 
of seme 120 ships of 1 9 000 CRT or over totaling approximately 295,000 GRT, aa 
compared with 1950 when Communist China had 79 oceangoing vessels totaling 

175.000 CRT. The increase in the merchant fleet was accomplished by salvage 
enterprises, acquisition of new and used ships from abroad, and some domestic 
construction o Participating countries have not famished ships to Communist 
China since the imposition of C0G0M controls, but other free-world countries, 
notably F inlan d, have sold new and used ships to Communist China,, Finnish ship 
sales to Communist China thus far include 1 second hand vessel of 1959 GRT 

and 3 new cargo vessels totaling ’approximately 6,981 GRT. At the present time 
firm Sino-Fianish trade agreement commitments call for the construction of 3 
additional ships ©f 2,730 GRT each for Canmunist China by 1956 00 In 1957, Sino- 
Finnish trade agreement oemmitments call for the delivery of 2 tankers of 3000 
GRT each to Communist China „ In addition to these vessels acquired or to be 
acquired from Finland, Canmunist China was also able to retain control over 
sane 25 vessels totaling approximately 55,000 GRT which had engaged in Communist 
China trade under the Panamanian flag. 

It should be noted that at present the Chinese merchant fleet is 
employed i& some near-seas traffic but chiefly in the coastal traffic. There 
is still a dearth of good harbors along the China coast. Of the hundred or 
more ports and landings along the coast only a handful are of major importance 
to foreign and domestic traffic. Rather ambitious plans have been announced, 
however, for the enlargement of this branch of transport . 

Canmunist China "s ocean-borne transport requirements have been 
met chiefly by other Bloc and non-ELco flag tonnage. Bloc tonnage involved in 
trade with Ccmaunist China increased from a total of approximately 835,000 GET 
in 1952 to a total of 1,163,000 GRT in 1954 ^ The restoration of numerous 
free-world liner services to China following the end of the Korean Var, in 
addition to chartered free-world shipping involved in trade with Consunist China 
increased total free-world shipping engaged in Communist China trade from 

2.692.000 GRT in 1952 to 5,461,000 GRP in 1954, It is possible that for 
strategic and prestige reasons China may resort to more far-flung overseas 
shipping operations, if free-world bunker and ship repair controls are relaxed. 
In that event some ships acquired by European satellites for the nhin* trade 
(in some instances with Chinese aid) might be transferred to the Chinese flag. 
But otherwise even the free— world liner and tramp tonnage new engaged in trade 
with China could go far toward meeting additional ocean transport requirements 
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of a liberalized Chinese foreign trade pattern for the immediate future-, 

Japan , however, has not proposed decontrol of items covering 
©oe&n^going merchant ships 0 On the ether hand, increased availability ^such 
items as ship plate, boiler tube, and dieael engines, which teve been 
for decontrol, will provide considerable aid t© Chinese shipbuilding and P 

repair programs 0 

Communist China has some 10,000 ocean going junks with a total 
cargo carrying capacity of approximately 402,000 tons , Sea* nf these 

nshliTveaaela have base armed far patrol and ccaatal .acort duty, 
othera are uaed aa naval auxiliary unltB, e.g, aa radar plckota. 

Communist junks operate largely along the southern coastal areas and generally 
represent substantial military transport reserve capacity. 

Fishing vessels have been a popular trade agreement item to 
free world trade negotiations with the Soviet Bloc in view of their high value 

per ton, 

Japan specializes in the construction of certain types of fishing 
vessels covered by items 3416 and 2416, proposed for decontrol* While C«aist 
China does have shipbuilding capacity for the same type of ships, it is nw 
devoted almost entirely to naval construction. Decontrol therefore would permit 
continuation of Communist Chinese naval construction programs unhampered. 


China has about 60,000 miles of navigable inland waterways, but 
a large part of the system is suitable only for shallow draft vessels. As 
shown in Table §, This mode of transport has exceeded the t©n»kto«meter per- 
formance of both coastal shipping and highway in the resent -past and is ex- 
pected to continue doing so in the future. In terms of cargo originated in ^ ^ ^ 
Communist China, inland waterway traffic occupies a much more prominent position 
in Chinese shipping services than coastal traffic (see Table b ) „ 

The China list shipping item proposed by Japan for decontrol 
covers also craft vusfeble chiefly for inland waterway traffic. ^ f^ould be 
judged in terms cf overall military build up and China '-a announced intention 
t© seize off-shore territories such as Formosa, 


The Communist Chinese inventory of motor vehicles (passenger °*f® 
trucks) grew from about 40,000 units in 1950 to 67,000 unite toUfcCMm* 
goal is an inventory of 250,000 vehicles at the end of I960, Th® larg « 
part cf present motor transport in China is required for short-haul urban, 

»nd semi-urban transport. 

The need for vehicles, particularly trucks, will increase as highways 
are proved,, At present, highway transport of the long-haul type is 
entirely absent in areas served by river, coastal, and rail transport, 
commercial roads represent about 50,000 miles of the 86,000 wiles of highways 
now open to traffic; Moat of the 6,000 miles of new highways built since 1949 have 
linked remote regions with the existing road system of south-central China, 
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During the current Five Year Plan, a total of 45 s OOO miles of new highways was 
to he added to the Chinese read network. 

Current plan gc&ls for the automotive vehicle parts for 1957, aa well 
*rr for later years, cannot be met without substantia 1 toporta : ^/iTfw 
because China’s present production capacity for ^tor vehicles i 
thousand units 5 increases in production cannot /) 

are built > Substantial production is not scheduled untU 1960jsee Table 4/ * 

Tn v ip V of the backlog of unfilled delivery commitments for motor vehicles 
3 KSB and son* of So satellites, only vehl^es rogulMl 

far urgent military needs and key construction projects »re betagm^ 
available to China hy the rest of the Bloc, Strong attempts t° Procure 
automotive equipment and parts tn free-vorld countries are continuing. 
larger consignment of British paessnger automobiles to China in -954 
received considerable notice from the Communist press a 

The proposed deletion ©f Item 0*450 would permit free-world producers 

to supply to China the type of automotive equipment urgently finally 

fulfillment ©f urban and normal highway transport needs. It may also eventual-? 
release planned Chinese facilities for concentration ea the produotion of 
aSita^tJpe vehicles and, la time, relieve Chinese pressure Russian pro- 
duction facilities for sush versatile military-^pevehislee as< 1AZ 9 » 
eaid heavier all=wheel drive models now covered by Items 1450 ana 
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TABLE A 

ESTIMATED RECENT AND PLANNED PRC* DUCT ION 
OF TRANSPORTATION FACILITIES IN COMMUNIST CHINA* 
FOR SEi ACTED YEARS,, 1952=1960 

(in units) 



(est) 

1952 

(est) 

1955 

(plan) 

195? 

(plan) 

. 1960 

L©B«B0tlV6S 

20 

100 

20C 

930 (capacity) 

Freight Cars 

800 

8,500 


9,000 {capacity) 

passenger HR Cars 

6 

150 

300 

1,500 (capacity) 

Trucks , 


- 

4,000(7) 

90 [,000 (capacity ) 

Ships (in units) 
ty GUT 

84 

21,000 


l e 34? 

199*000 

- 
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TABLE f> 


[S ' CHINA, 




(mllllcne of fceaa) 



(eat) 

ia5i_ 

(esfc) 

(plan) 

.1957. — 

(plan) 

19ft> 

Rail 

156 

208 

245 

300 

Inland Waterways 
(excluding vedden 
craft) 

15 

25 

35 

46 

Coast Shipping 
(ex sliding v©®den 

craft) 

5 

6 

8 

9 

Higfcamy 

30 

51 

68 

86 
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TABLE 6 


ESTIMATED REGENT AND PLANNED CARGO MOVEMENT IN COMMUNIST CHINA 9 
gy TYPES OF TRAFFIC FOR SELECTED YEARS t 1953=1960 
(billion of ton - kilometers) 



teat) 

1953 

(eat) 

195? 

(plan) 

1957 

(pi, _&n) 
I960 

Rail 

76 

102 

121 

16C 

Inland Waterways 

6 

9 

12 

16 

Coastal Shipping 

4 

5 

6 

7 

Highway 

1 

2 


5 
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- GROUP 5 


The Japanese have proposed that sixteen items on the China 

List and two items en International List III in t t^ sc h proposed 

instruments category be deleted from control toCOTmunistC^hina^ The propos 
deletions would afford Communist China an opportunity to buy the ra *J*° . 

iSe eoSm^t Wed for a swift buildup of an internal and external cas- 
eations system and would make available a complete line of 

n tR Mtich wo uld enable Coraaunist China to construct, service, and 

pUnt. Ib. it- £>"**«- <* eletl0 “ “ *” 

grouped roughly under "Communications" and "Instruments » 


Cviii) fTtSSLi^stem 

This equipment would give Communist China a modem efficient telephone system. 

The following telegraph equipment would be deleted s (i) all voice 
frequency telegraph terminal equipment? (ii) teleprinters? and (iii) ^f®*^ 
SSpLnt (theUatter operating at 200 words or less a minute) , this equipment 
would give China a idem, efficient telegraph system. 

All radio transmitters, subassemblies, and components, wept Uxe 
specialized mUitary types listed under International List 

decontrolled o Acquisition of this equipment would give China radio broadcas ing 
facilities equal, to those in free-world countries. 

In addition the Japanese have proposed that certain electronic bridges s 
voltmeters j, ammeters and micrometers be decontrolled. This equipment is us 
to test and maintain communications equipment.. 

Communist Chinas needs for both wireline and radio communications 
systems is critical. At present, communications faculties are conce “J*^ e ~ 3 
2 the eastern part of the country. Industry and government consume ^aowt *» 
percent of the existing communications service, China’s stated telecomunieaticn 
policy is (a) to push wireline construction as fast as possible to insure 
security of state and military messages, and (b) to give priority to the 
national defense, military, and political tasks of the state since communicati ns 
faculties are not adequate to meet other needs. 

For 1954, 37 major construction and expansion projects for long dis- 
tance telegraph lines were planned;, The telegraph system itself has been 
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expanding at, the rate of about 11 ,,000 km a year,, In 1955 it was announced 
that telephone lines would be extended by 12, : 000 km and that 33 ,,000 switch" 
heerds would bs added to the telephone system* These figures glue an in- 
dication of the magnitude ©f expansion being undertaken in wireline ccnmuni- 
cations - 

Communist China plans to increase radio broadcast stations by 10 per* 
'cant a year , It is not knswn how many radio transmitters China 1ms at the 
present time , 

Generally speaking,, it is estimated that investment, add operating 
exp end itures for telecommunication will increase 20 percent by 1957 am will 
double by I960 ,, 

Communist China produces little or no radio cr lend -ine communications 
equipments At present one signal equipment plant is under construction which 
was designed and is being built by East German technicians., his plant, 
scheduled for completion in 1957 P will manufacture redi© c telephone and tele~ 
graph equipment and seme precision instruments . Projected annual production 
rates for this plant are estimated to run as follows: 

450.000 loudspeakers,, from 1 to 2 5 watts arid corresponding trans- 
formers 

150 000 bedstones of sapphire and agate for measuring instruments 

300 .000 rotary condenssr3 for radio 

150 ,000 earphones of 4,000 ohms impedance 

100 000 speakers for telephone operators 

60,000 headsets for telephone operators 

60 000 measuring instruments for .switchboards and laboratories 
42 000 microphones 

Such production is almost negligible in terms of China 1 s needs,. 

At present B China is importing almost all of ha. requirements in radto 
and land line c onsmun ic a i i one equipment* Most of it comes from the European 
satellites and seme of it from the free world* Although some sectors of the 
c ommun ications system probably will show & large growth by ,19»>0 ? communications 
_ facilities in Communist China will still be only barely adequate unless 
* purchases from free world producing countries are increased considerably in 
the meantime.. 
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Csmmunist China ia in critical need of all types of precision instru- 
ments and control apparatus necessary to the build-up of a modern industry . 

The Japanese have proposed that pros ion ,, 'measuring 9 testing and o fcis&l in~ 
struments suitable for use in She englisering industry and far use in the 
development tJ production,, and testing f military equipment be decontrolled , 

They nave also proposed that pH met ©:■.}>, and spectcgraphic equipment be ; de- 
controlled 5 along with densitometers, Liiero-hardness testers,, and strain gauge 
equipment 

The Japanese have further jropased the deletion of International List 
Item 2568„ which covers electronic ..utomitic controlling units and associated 
regulating units. Electronic contrcllinf, and regulating equipment v the key 
to "automation" 9 harnesses electronic brains to mechanical muscle to the 
point where even modern mass product' on ■ echniquea ere becoming obsolete. 
Automated machines s such as those Ufing t evices covered in Item 2568,, can ad- 
just to variable productive conditions a terreet their «wn mistakes,, inspect 
the finished product )V and even change thfir own parts as they break or wear 
eut ; , Automation in the United State;.) is applied in refining oil and in the 
production of armaments ,, weapons ,, planes , military electronic devices s engines 
of all types a chemicals and eocplosivus 5 tie generating of electric power,, etc. 
As Communist China industrializes s It is raasonable to believe that the Chinese 
will want to equip their industry with as tush precision P measuring 9 testing 
and automatic equipment as feasible. 

At the present time Communist China s cannot build precision instru- 
ments or electronic automatic equipment , '-I either the skilled labor nor the 

production experience is available and it fakes decodes to develop. The USSR 
and the European satellites ara not in a position to furnish such equipment 
to the Chinese since by their own admission a critical shortage of these in- 
struments exists in their own countries and since only a beginning has been 
made in the development of automatic equipment for use in their e*m industries 
The Director of the Russian Automation and Remote Control 3nstitute stated in 
May 1955s 

•“Technical equipment is the material base without which auto- 
oation is not possible. Since the war 8 our industry has 
developed new types of automatic equipment and increased its 
production several times □ However 8 current production does 
not meet the needs of industry either in terms of volume 
or in terms of variety of equipment,, and this is one of the 
main factors impeding development of automation, " 

It is believed that If the devices covered by Item 2568 along 
with other precision instruments beeemo available to Covssunist China, 
they will plan for substantial purchases of this equipment from the free 
world over the next 20 to 30 years. 
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GROUP 6 

MlMURaLS 


k . Tha Japan ese Proegga^ 

Wn has nronosed tan Chim Special List items, «• ^ 

Japan has prop — items can be grouped as follows . 

on© XL- I I item for decontrol iheee 

2 ferrous metals items - 


C i) tinplate „ including alloy steel , n® 8. 

(lii \IZ 8irters ' ptpes * tuteB ’ 

*u JTSSi Sis ars on th. China Special List. 

7 non-ferrous metal b items 

( i) electric power cable, 

{ il) platinum thermocouples, ,x 

(iii) aluminum and aluminum alloys (n. e.s,) 

( iv) lead plpOp 
( v) sine, 

C vi) sodium, .. » 

(vii) sulphur-bearing Special List., 

i n «f these items ars on the China .^pecx^ 


3 anti-friction bearings items - 

tioseTn 8 ^ I^e rrSlaVr ^>111 

and IL**II listrfl ' 

Bo £^&0 US HKTaL£ 

The ferrous metal Items P r0 P°'^“ n ' i '°°flSitii''qSnti?SS a ani 
ZZHttSZf TJT^lnt C uV ’Verier huality. a sufficisut supply 


«* 


"" ftui Dhur rather than iron content, 

remarks^under ‘.SphSS^cif^y to this item (— Oroup 7) 

CeneraU, spring, M cosere 

and ultra light aUe« and are also importer* 

The bearings on IL-II are t use”, 

from a strategic point of view out, n»vw 

~2?~ 

s-I-C -&4HE 
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e ,r and steel products is basic to any industrial expansion program 

as well as to mobilisation plans. For example, such products are needed 
for ship repair, steam boilers* and construction of facvor~.es projected 
urider the current Chinese Five-year Plan, Tinplate is needed for the 
preservation of (military) supplies* chiefly foods which mast be stoc - 
piled or stored so as to resist rough handling* 

China currently is expanding its production cf Iron and steel 
preducts in terms of both quantity and variety. This is one of tn »i win 
objectives of the current plan. The country faau a raw materials base 
that will more than support the planned expansion* _but a substantial amount 
of assistance is being obtained from the USSR and East Germany in order to 
make possible the enlargement of the iron and steel processing industry. 

An early p lan to prodwe 10 million tons of steel in 1962* nas 
been revised downward. . The most recent- realistic estimates of pre-Plan, 
current and likely future production is given in Table i 


TAB1-E 7 

RECENT AND PROJECTED PRODUCTION OF FERROUS METALS 
IN COMMUNIST (HINA, 

FOR SELECTED TEARS 1952 - I960 

T^JllXohs'bf'raetric tons) 


Material 

1952 

1955 

195? 

I960 

Pig iron 

Xo9 

3.3 

hoi 

5 ? 

Crude steel 

lilt 

2,6 

3,8 

5 8 

Finished steel 

lol 

1:9 

3,0 

4 2 

Iren ore 

Uo0 

io o 5 

15,0 

21 4 


The Chinese Goveransnt has identified the following large 
which are to be completed at Intervals in the future* with Russian assis- 
tance* 

a. Restoration and enlargement of Ao-aluu Steel Works ^proceeding 
rapidly* although behind schedule, will increase its capacity to three 
o/feur times its pre-plan size* to a point where it will be producing 
ever half of all Chinese steel mill products, 

b, Wuhan and Pao~T 8 ou Steel Works - the Wuhan project* Xoeated in 

central China* is entirely new as is the Pao^rou project in Inner Mongolia^ 
First phases of these projects are to be completed xn 1961=196^ - 

finest* open-hearth furnaces are envisaged for this development. 
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Co In addition 9 four "first-rate' 1 steel works will be constructed 
or reconstructed during the 5»"yea,r period* 

do Smaller enterprises s including the Chunking* Tientsin* T“ang-shan 
Steel Works, are to be renovated and expanded by 1957* 

The recent emphasis on quantity appears to have prevented the necessary 
improvement in the quality of Chinese finished 3teelo Modernization oi steel 
mills has Stade possible the manufacture of pig iron of reasonably good quality 
although it has been admitted that among the enterprises affiliated with the 
Heavy Industry Ministry during the first quarter of 1;'55 s of 

pig iron fell below specifications due to high sulphur content* Thirty 
percent of the output of heavy steel and steel for building bridges of the 
*vshan Iron and Steel Company did not meet the specifications. The planned 
expansion calls for a great deal of capital equipment which china probably 
cannot provide indigenously* for example: 6 automatic blast furnaces 5 
3 modern steel smelting plants; 16 steel rolling mill 03 and h new fire 
refractories plants* 

At the ore sent time China is not self-sufficient in iron and steel 
products and imports perhaps 500*000 tons of steel 'md steel products per 
year. rn of value* imports of iron and steel p'xiucts form 5*5 percent 

L *»*o 0— *» »• «*.' — 

parts of the Soviet Bloc but also to a significant degree from die * ree 
world (by transshipment and through clandestine channels). ^° rta 
included plates j various forms of sheet* such as GI and tin plate, rails* 
other finished and semi-finished steel products ; Exceptions requests 
in CHINCOM=COCOM for GI sheets have bean substantial. 

Although steel products are not plentiful in tie rest « f theSaviet 
Bloc, the USSR, because of its large steel production (about 55 
tons per year), is in a position to provide many items to China. Jiis 
source^ however* does not fully satisfy China»s currant import needs. f 
is believed that a large market for steel products will exist in China 

many yeaTS to COW0. 

Currently, Communist China furnishes tin to the USSR and probably 
obtains tinplate in return. There are also clandestine shi^ents of 
tinplate from the free world. If tinplate should bo 

it is possible that Japan would take the place of the USSR in receiving 
tin from China and shipping tinplate in return. 

Co Non-Ferrous Metals 

The situation with respect to non-ferrous metals in China is 
highly selective and may change with the passage of time as e g® ^ 
exploration of the country is still in progress, indeed has a high pri ty 

in the current plan program. 
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ssriffM.-s — ■ * 

If the plans of expansion are realized (which will on a 

®r' PhinaaT sunDly is limited or non existent are frequently those for 
of iihich Chinese ssupp / _ . „ makinff the shortage of rela - 

which the country also has small* if any* need, maxing xne sm>x o 6 

tivoly little sigiif leasee „ 

Estimates of recent and current Chinese production of 
ferr^e TiZil (or their source minerals) and projections for the future 

are given in the sable below. 

TABLE 8 


RECL^T AND PROJECTED PRODUCTION OF SELECTED NON-FERROUS METALS 

IN COMMUNIST CHINA f 



FOR SEL19CTED YEARS,, 

1'122 " 

-19W, ■ err 


■ — — s — 

(.thousand of metric tons 

t met&i ©qulvaJ.em, > 


Item 

1952 

1955 

1957 

I 960 

Tungsten 

(wolfram) 15°8 

20 & 5 

23o7 

NoA. 

Copp©” 

8.0 

12 o9 

X3c6 

IU 06 

Zina 

UoU 

10 o 3 

. 23 06 

18 0 7 

Lead 

?oO 

22o5 

23 *1 

2 Uo 0 

Tin 

9.0 

13 oO 

17 u0 

22 <>Q 


It will be seen from this table that increases are expected to vary from 
60 to over 2CO percent 0.3 tween 1, 52 and 1 95/* 

^ r5nina.se Five-fear Plan recognizes that the non-ferrous 
Tne text of China : rhina os heavy industry? the develop- 

metals industry is the f of these metals is one of the 

ment of resources and pr>duction facilities of^tnese ^ ^ 

important tasks of the t ^*©ht pLano f ones* but also 

« “TiS 1 SpS^S. 

mriSi^slun^bin Tin Mine (Yunsn Province) which produces about 
80 percent of China's til, In the case of °tber metels^a .shorta ge^. 

smelting oapaci^ seems tn «iet as ‘ r and aluminum, 

^eSf Ucte^ In the initial stage of 
operation. 
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Tae rest of the Soviet Bloc is also critically short of copper,, is 
currently attempting to import significant amounts of mercury * and is 
im porting approximately as much aluminum and bauxite as it is exporting* 

China has sought to obtain copper* aluminum and several ocher non- 
ferrous metals and their products from the Satellites* from the USSR and 
through clandestine sources from the free world. Premium prices have 
been paid for some of these items o 

Commodities of high production cost in the Bloc* as compared with 
the US include most non-ferrous metals and minerals* coaxial cable (made 
of copper, steel, lead, etc*)* magnetic materials (cobalt* etc*)* aluminum, 
cobalt* columbium, copper, mercury* molybdenum, nickel, and bismuth. Biese 
high Bloc costs are believed to be explained by low-quality ores, inconvenient 
geographic locations, low-rate of capital equipment ana relatively inefficient 

use of machinery* 


The J a p an ese proposal, therefore, if implemented* would decontrol some 
of the critically needed non-ferrous metals in China. The decontrol of 
electric cable* for example* would tend to nullify the existing controls 
©n copper, the embargo of wnich has been an objective of the US economic 
defense policy for several years* It- would also make possible *he acqui- 
sition of wire of a much better quality than China can produce. 


From a strategic point 
- be undesirable also because 
weak communications system. 


of view, decontrol of electric cable would 
it would permit a rapid improvement in China's 


The decontrol of plantinum thermocouples would put important laboratory 
and electronic components at China’s disposal. Although there is no shortage 
of raw platinum in the Bloc (the USSR is one of the latest producers in the 
world) thermocouples are not in adequate supply in the Bloc, although the 
need of China, itself, Tor these items is probably negligible* 


D* Anti-Friction Bearings 

China 8 s present output, of bearings is inadequate from a qualitative 
and quantitative point of view. It is estimated verv ro ushlv that in 1V5 - 
production of bearings probably exceeded one million units. It is probably 
.concentrated in the nim«inr tvoes and only a limited txmber o, si sea 


Under the current plans of development the three existing ball bearings 
factories will be renovated — apparently no new construction is envisaged. 
There is little doubt that much of the new equipment, especially the key 
-precision grinding machinery* will have to be obtained from abroad. Since 
some of the European satellites are still short of bearings and their own 
indigenous production is not fully developed, such machinery could be 
furnished to China only at the sacrifice of production elsewhere in the 
Bloc. China may also have difficulty in producing steal and semi-finished 
products of sufficient uniformity and quality to permit expanded production 
of bearings in the near future. 


S^IS—C^R— 
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Currently bearings have been sought fr<xa the free world through legal 
and other sources * They have been a preferred item in clandestine trade. 
Bearings and parts of all types and Bisses^, but mainly of the middle (XL-II) 
rangep have figured in this tradeo They can be used in trucks t heavy machine 
tools, and railroad rolling stock,, 

As conraunist China’s industrialisation advances, an even greater m ar ket 
will develop for bearings and parts of all types including unmounted balls „ 
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GROUP 7 

CHEMICAL AND FETROIEUM PRODUCTS 


Ao Chemicals 

Japan has proposed 2k China List and 2 U>III chemical items for 
decontrol., These chemicals in most cases hare dual uses and prior to the 
list review of 195U, a number of them had been rated IL“Ic Most of the items 
proposed for decontrol by Japan have a number of military usesj they alse 
have " peacetime" application in "peacetime" industry (metallurgy, rubber 
manufacture , plastics , dyes)o The "sinister" uses of some of these chemicals 
are as follows s 

acetone (solvent for smokeless powder) 
acetylene (for military welding) 
carbon black (to make military tires and footwear) 
chlorates (to make explosives) 

N 'Diiaethylaniline (to make propellants for guided missiles and 
explosives) 

Formaldehyde (to make RDX •» an explosive) 

methanol (to make antifreeze, formaldehyde and high explosives) 

.uathyl methacrylate resine (to make " bubbles’* for airplanes) 
nitric acid (to make basic explosives) 
permanganates ( can be used as catalysts for rocket fuel) 
phosphorus (can be used in chemical warfare and plastics) 
sulfuric acid (to make basic explosives) 

sulfur and pyrites (base to make many chemicals and sulfuric acid 
and rubber goods) 

At the present time China produces very little or none of tho che micals 
proposed for decontrol by Japan, except possibly glycerine Vsuifur and methanol 
nearly all of these chemicals are being imported from the rest of the Sloe 
or from the Westo 

China' s present production of basic chemicals is inadequate to meet 
the military, industrial, and agricultural needs of the country* The 


*33® 
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development plan calls for approximately doubling the 1955 output by I960 
in several basic chemicals „ In broad terns they may be grouped as follows 

(a) rubber chemicals which are related to the planned increase of 
output of tires and rubber foot wear, the basic item of wear 
in China even for the military; 

(b) sulfuric and nitric acid, related to the planned increase in 

output of steel, metals and industry generally; 

(c) coal tar chemicals (naphtalene, benzol, toluol, phenol), which 
are it e mediate products for dyes for the textile industry, 
plasticizers or explosives; and 

(d) ammonium sulfate, «. basic fertilizer, probably intended for use 
in increased cotton production but which also has a wide appli- 
cation in industry. 
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TABLE 9 

RECENT AND PROJECTED PRODUCTION OF SELECTED CHEMICALS 


IN COMMUNIST CHINA,, 

FOR SELECTED SEARS* 1952 - 1960 
TI,'000 liirie tons ) 


Commodity 

1952 

1955 

1957 

I960 

Calcium Carbide 

8.0 

15 oO 

21.0 

30.0 

Synthetic Ammonia 
(as N) 

28.8 

62.0 

82.2 

112.5 

Refined Rsphtalene 

3.400 

5o300 

6.500 

8.200 

Chlorine 

6.9 

N.A. 

NoAo 

N.A. 

Refined Benzol 

9c8 

15.0 

18.U 

23.8 

Toluol 

2.4 

3.8 

4.6 

5.8 

Xylol 

0.800 

1.300 

1.500 

2.100 

Phenol 

0.200 

0.300 

o.4oo 

0.500 

Cresol 

0.400 

0.700 

0.800 

1.10C 

Caustic Soda 

32.2 

44*5 

52o5 

65 oO 

Sulfuric Add 

150.0 

267.0 

335.0 

435.0 

Soda Ash 

192.0 

365.1 

476.0 

690.0 

Nitric Acid 

9.4 

20.6 

28.2 

40.0 

Assnonium Sulfate 

211.4 

360.0 

455*0 

600.0 
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Even if the plans can be met (which was described as questionable 
for rHnT.5LLod In th. consent for J-oup X 
industry will have a large need for many different types of 
Problems of quality control also will plague the country for many yea. - 

to ecwiSo 

At the present time, the rest of the Soviet Bloc is not in « strong 
position t® export chemicals to China* In many basic ^^^^Particu^ 

Xar3y in sulfuric acid, there is no exportable surplus in the Soviet Bloe 0 V 

Communist China has increased reliance on the free world of Chemi 
ca l 3 r In China » 3 trade with free world countries, the share of chemical 

imports has risen frcm 8 percent in 1950 to nearly & world 
Chemicals have been sought in many trade agreements with the fr»e_ ’ * 

Dyes have figured as one of the f p^m°^! 

ment efforts and seme continue to command a premium praceo unwaiwi*** 

also figured prominently in CHIN COM exceptions o 

There should be a ready market in China for many of the chemicals 
proposed for decontrol for at least the next decade* 

Bo Petroleum and Petrcletaa Products 

The ©niy pot'cleum products or derivatives which Japan has 
proposed for decontrol are paraffin wax and petroleum asphalt* Both e f 
on the China Special List* Certain ferns of petroleum wax are included 
in the international Atomic Energy Uat 9 and therefore C °” t ^ U 

under control for China as well as for other Bloc areas o There is n ® 
evidence of special Chinese interest in this item, hh&npetrolaum afF* 
wS ^osedfS deletion from MU, its addition to the Special Chin* 

List was Important because Chinese production was believed to he negligibie 
« £a£uJft and procurement attempts from the 

to be substantial. Those attempts have been less evid^t recwiUy, altoougn 
^11 quantities of asphalt are believed to have reached Communist China 

by clandestine means. 

There hae been an increase in the contribution of the petroleum industry 
to the economic potential of Cemranist Osina during the past five years- 
The eutput ©f refined products, only U00,000 tens in 1951® readied about 
715,000 tons in 195U* This supply, however 9 provided only one- third of 
the country 3 s requirements? the remainder is Imported, primarily from 
other Bloc countries 0 

The crude oil resources of China will suppFrt increases in production, 
but transportation difficulties * both great distances and lack °f**iuip- 
ment ~ together with a shortage of refining facilities, impose restrictions 
on expansion of the industry. If the railroads currently under construction 
to China 3 a interior are completed in 1957, as planned, the principal oil- 
producing region will be linked to the industrial centers of the Easto 


1/ An unconfirmed report indicates that export of chemicals to Chin a is 
“ being restricted by the rest of the Soviet bloc. 
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Thera is & possibility that petroleum refinery output (including synthetic 

ST«S)W woo/? >» 

would remain dependent upon imports for a substantial part of her requir 
manta of petroleum products . 

The rest of the Soviet Bloc produces a sufficiently large amount of 
petroleum products to furnish China's restricted needs . However* 
again the problem of transportation is one that presents very 1 
difficulty . Petroleum products have been so scarce that 
moved even by truck. Kerosene and gasoline are a preferred item in illicit 
trade with free world supplies at the twomainAsianports^HongKong and 
Macao o Moreover, Russian tank cars, which deliver oil to China, have to 
return empty on a run of several thousand miles. Thus POL is 
only at very considerable economic cost to China as well as the rest of 

the Bloc. 


3 ") 
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BBBBE& AHB WEBBER PR^W IS. 


Japan ha. proceed toct only 1 China list Item to to to d9 ~ 

controlled. The item C-S20o J _________ gin m0 t,or vehicle tires accept 

for eceotersend petol con trol nllitory truck tire, af 

those c««r«l hy the tt-I definltton stoch^con^oi. m 

“c^^SrcSTtSn 1 te^ll “ Lbetanc. therefc. the 
J^ese^oposaL wcufd effect the 

for motor vehicles,, including some useful for twry purpos < 

IZ~J Thero era acutely very few types covered by the IL-I definition 


to mentioned In toe co-tot for gy X ^ ^ 

products is Inadequate, In fa ®^ exceptions tires are produced hy 

criticism and even ridicule, 4ith a few P ^ o Dnder China “s plana 

handicraft methods at small P 1 ^ 8 - bber pj^uctsis to be expanded 9 as 

toi. empanel* can ** take ptoc. 

additional machinery is obtained from abroad. 


1 / IL~1&?0 


Pneumatic tire casings CffiffilMtaL tractor and farm implement 
types) t as follows; 

(a) of a Und specially constructed to be bullet proof 
«r to run when deflated, 

in the following sizes and ply ratings; 

Cl) 3 ply rating and over in the size 9=00 x lb 

(2) 10 ply rating and over in the size 14* 7; 

(3) 12 ply rating and over in the sizes 14,00 x 20 and 

12,00 x 20$ 

with off~the»roed treads in the fallowing sizes fifld, 

ratings; ,, , ^ „ 

6 ply rating over in the sizes 7,00 x lo^ o,pu x 

20 and 6,50 x 19$ 

8 ply rating over in the sizes 9 ,00 x 2U e 
7,50 x 20 and 7,00 x 20, 
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TABLE 10 


KLGtNT a HD PRUJhCTRb PRODUCT IUH OF SKLBCTU) RUBBhR MaNUFaCTURLS 

Hi COMMUNIST CHINA, 

FOR SELE CTED TEARS. 1952 - I960 


1&3 

195S 

1955 

1252 

12 §2 

Motor Vehicle Tires 

(in thousands of uioifcs ) 


600 

700 

1,000 

Rubber footwear 

(millions of pairs) 

55 

65 

75 

90 


Rubber product.8 are not> An ample supply in t,ie rest of the Bloc 
which la unable to furnish such products to China ©a; ept by seriously 
neglecting ccKHmxtments in other Communist areas. There are unconfirmed 
reports that other Bloc countries have restricted exports of rubber and 
rubber products to China as a conservation measure. 

There have been unrelenting attempts la procure from the free 
world tires of all types and sizes through clandestine channels j premium 
prices hays often been paid. 

It is believed that a substantial marks* for tires of all types 
will exist in China for many years to come. The motor vehicle park of the 
country is scheduled to increase considerably-. A he poor quality of Chinese 
roads will require for many years to come a greater than average replacement 
of tires o fctren considerably increased indigenous production will continue to 
be outdistanced by demand for the next decade,. 
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ORrtTJP 9 


MXSChlJUNhUUS 


ie.pan has proposed one i + em on the China Special List for decontrol 
in this groups abaca and sisal,, fibers and cordage 

Communist China* a supply of technical fibers is not adequate* But, 
since the rest of the Bloc also has a fiber shortage and import 3 henequin 
heap , sisal and other fibers at every opportunity. China cannot, expect much 
assistance fro® this source China- will oe a moderately good marie v for 
technical fibers for may years., 

Since the other items in this group are highly dissimilar v no 
further discussion appears indicated here 
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